REGISTERED No. EP-5M 



of Ittbia 


EXTRAORDINARY 
PART II— Section 1 

PUBLISHED BY AUTHORITY 


No. 63] NEW DELHI, THURSDAY, NOVEMBER 16. L961 


MINISTRY OF LAW 

New Delk), Ihe 150) November, 1951 

THE EMPLOYEES’ PROVIDENT FUNDS ORDINANCE, 

1961. 

No. VIII op 1951. 

An Ordinance to provide for the institution of provident funds 
for employees in factories and other establishments. 

Wjimrbas Parliament is not m session and the President is satisfied that 
circumstances exist which render it necessary for him io take immediate 
action ; 

Now therefore, in exercise of the powers conieired by clause (1) ol 
artiolo 1215 oi tiie Constitution, the President m pleased to promulgate the 
following Ordinance . — - 

1. Short title, extent, commencement and application. — (I) This 

Ordinance may be called (lie Employees’ Provident Funds Oidinance, 
1951. 

(5) It extends to the whole of India except the State of Jammu and 
Kashmir. 

(3) It shall come into force at once. 

(4) It applies in the first instance to all factories engaged in any 
industry specified in Schedule I in which fifty or more persons are 
employed, but the Central Government may, after giving not less than 
two months’ notioe of its intention so to do, by notification in the Official 
Gazette, apply the provisions of this Ordinance to all factories employing 
such number of persons less than fitty as may he specified in the notifi- 
cation, and engaged in any such industry. 

2. Definitions.— In this Ordinance, unless the context otherwise 
requires, — 

(a) “appropriate Government” means — 

( i ) in relation to a factory under the control of the Central 
Government or a railway administration or ihe administration ot 
a major port or a factory engaged in a controlled industry or in 
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an industry connected with a mine.' or an oillield, the Gontral Gov- 
ernment, and 

(it) in relation to any other factory, the State Government; 

(b) “basio wages” means all remuneration which is earned by 
un employee while on duty or on lenve with wages in accordance 
with the toinih of the contract of employment and which is paid or 
payable in cash to him, but does not include — 

(i) the cash value of any food concession; 

( it ) any dearness allowance (that is to say, all cash pay- 
ments by whatever name called paid to an omployce on acoount 
of a me in the cost of living), house rent allowance, overtime 
allowance, bonus, commission or any other similar allowance 
payable to the employee in respect, of his employment or of 
work done in such employment; 

(iii) anv presents made by the employer; 

(r) ‘‘contribution’ means a contribution payable in respect of a 
membor under a Scheme; 

( d ) ‘‘controlled industry” means anv industry the control of 
which by the Union has been declared by a Central Act to he ex- 
pedient in the public interest - 

(e) ‘‘employer” means — 

(i) ~in relation to a factory under the control of any depart- 
ment of (he Central Government or of any St-ate Government, the 
authority appointed bv such Government in this behalf, or, where 
no auhhoritv is so appointed, the head of Ihe department; 

(ii) in any other factory, the owner or occupier of the 
factory, including the agent, of such owner or occupier, the legal 
representative of a deceased owner or occupier, and, where a 
person has been named as a manager of the factory under 
clause (/) of sub-section (I) of section 7 of the "Factories Act, 
1948 (I/XTTI of 1948). the person so named; 

( f) ‘'employee” means any person who is employed for wages in 
anv hind of work, manual or otherwise, in or in connection with the 
work of n factory, and who gets his wages directly or indirectly from 
the employer, and includes anv person employed by or through n 
contractor in or iu connection with the work of the factory; 

( q ) "factory” means anv premises, including the precincts there- 
of, in any part of which a manufacturing process is being carried 
on or is ordinarily so carried on, whether with the aid of power or 
without the aid of power; - 

(b) "Fund” means the provident fund established under a 
Scheme ; 

(f) "industry” moans anv industry specified in Schedule T, and 
includes any other industry added to the Schedule by notification 
under section 4; 

(j) “member” means n membor of the Fund; 

(7r) "occupier of a factory” means the person who haH ultimate 
control over the affairs of the factory, and, whore the said affairs are 
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entrusted to a managing agent, such agent Bhail be doomed to be the 
ocoujjier of the factory ; 

(l) “Scheme” means a Scheme I mined under this Ordinance. 

3. Power to apply Ordinance to establishment which has a common 
provident fund with a factory. — -Where mnuud.nlcly bonne U ui8 Ordinance 
becomes applicable to a factory there is in existence a provident fund which 
ib common to tlic employees employed in a iaefory to which thib Ordinance 
applies and employees in .my oilier establishment, the Central Government 
may, by notification m the Official Gazette, dueet that the piuvrsions of 
ibis Oidinunoo shall also apply to that, establishment, and thereupon the 
establishment shall bo deemed to be a factory for all the purposes of this 
Ordinance. 

4. Power i,o .«rl j.Jj 7 . . , _ . nl ,jo, 'imnciit may, b,y 

notitication in the Official Ga/.etto, add to Schedule I any other industry 
in lespoot of the omployeca in which it- is ot opinion that a provident fund 
seborne should be framed under this Ordinance, and thereupon the industry 
so added shall be deemed to be an industry specified in Schedule I for the 
purposes of this Ordinance. 

6, Employees’ _iovrls..t ... 11 ; muC. — i’lie Ccmtal Government 

may, by notification in the Official Gazette, frame a Scheme to be called 

the Employees’ Provident Fund Scheme iov the establishment of provi- 
dent funds under this Ordinance tor employees or lor any class of 
employees and specify the factories or olnss ol lactones to which the said 
Scheme shull apply. 

6. Contributions and matters which may be provided for in Schemes.— 

(1) The contribution whioh shad be paid by the employer to the I’und 
shall be, six and a quarter pci cent, or tlio basic wages and the dearness 
allowance payable to each ot the employees, and the employee’s contri- 
bution shall be equal to the contribution payable by the employer 

in respect oi him and may, if any employee so desires and if Scheme 

makes provision therefor, be an amount not exceeding eight and ono-t liird 
per cent, of Ins basic wages and dearness allowance: 

Provided 'that where the amount of any contribution payable under 
this Ordinance involves a h action ol a rupee, the Scheme may provide for 
the rounding off of such iraction to t-ho nearest rupee, half of a rupee or 
quarter of a rupee. 

Explanation. — b’or the purposes of this sub-seotion, doarness allowance 
bhail bo deemed to include also the cash value of any food concession 
allowed to the employee. 

(9) Subject to the provisions contained in sub-section (I), any Scheme 
may provide for all or any of the matters specified in Schedule II. " 

7. Modification Of Scheme. — The Central Government may, by noti- 
fication in the Official Gazette, add to, amend or vary any Scheme drained 
under this Ordinance. 

5. Mode of recovery of moneys due from employers. — Any -mount due 
from an employer in vespeci if any contribution payable under this 
Ordinance or towards (he cost of administering Iho Eurnl payable b\ him 
under any Scheme mav, if d i- in drrour, be recovered by the appropriate 
Government in the same manner as an arrear of land revenue. 

9. Fund to be recognised under Act XI of 1922.— For the purposes ol' 
the Indian Income-tax Act, 1922 (XT of 1922), the Fund shall be deemed 
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to bo a recognised provident fund within the meaning oi Chapter IXA 
oJt that Act. ' 

10. Protection against attachment— (2) The amount standing to the 
credit oi any member in the Fund shall not in any way he oapable of 
being assigned or charged and shall not be liable to attachment under 
any decree or order of any court in respect of any debt or liability incurred 
by the member, and neither the official assignee appointed under the 
Presidency -to wnB Insolvency Act, 1909 (III of 1909), nor any receiver 
appointed under tho Provincial Insolvency Act, 1920 (V of 1920), shall 
be entitled to, or have any claim on, any such amount. 

(2 ) Any amount standing to the credit of any member in the Fund 
at the time of his death and payable to his nominee under the Scheme 
shall, subject to any deduction authorised by the said Scheme, vest in 
tho nominee and shall be free from any debt or oilier liability incurred 
by the deceased or incurred by the nominee before the death of tho 
member. 

11. Priority oi payment of contributions over other debts The 

amount due in respect of any contribution under this Ordinance or under 
any Sobome and any charges incurred in respect oi the administration of the 
Fund under any Scheme shall, when- the liability therefor has accrued before 
the person liable is adjudicated imolvcnl, or, m the case ot a company ordered 
to be' wound up, before the dale ot such order, be deemed to be included 
among tho debts which under section 49 of the Presidency-towns Insolvency 
Act, 1909 (III of 1909), or under section 61 of the Provincial Insolvency 
Act, 1920 (V of 1020) or under section 230 of the Indian Companies Act, 
1913 (VII of 1913) are to be paid in priority to all other dobtB in the distri- 
bution of the property of the insolvent or the assets of the company being 
wound up, as the case may be. 

12. EiqpLoyeV not to reduce wages, — No employer shall, by reason 
only of his liability lor any contribution payable under this Ordinance, 
reduce, whether directly oi indirectly, the wages of any employee, or, 
except as provi led by any Scheme, discontinue or reduce any bonolit 
(similar to any benefit conferred by this Ordinance or by any Scheme) 
to which tho employee is entitled under the terms of his employment. 

13. Inspectors. — ( 1 ) The appropriate Government may, by notification 
in the Official Gazotte, appoint such porsons as it thinks fit to be Inspec- 
tors lor the purposes ot this Ordinance or of nnj Scheme, and may define 
their jurisdiction. , 

(2) Any Inspector appointed under sub-section (2) may, for the pur- 
nose of inquiring into the correctness of any information furnished in 
connection with this Ordinance or a Scheme or for the pin pose of ascertain- 
ing whether any of the provisions of this Ordinance or of any Schemo have 
been complied with — 

(a) require an employer to furnish such information as he may 
consider necessary in lolation to tho Scheme, 

( b ) at any reasonable time enter any factory or any premises con- 
nected therewith and require any otic found in charge thereof to 
produce before him for examination any accounts, books, registers 
and other documents relating to Ihe employment ot persons or the 
payment of wages in the factory; 

(a) examine, with respect, to any matter relevant to any of the 
purposes aforesaid, the employer, his agent or servant or any other 
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person found in charge oi the factory or any premises connected 
therewith or whom the Inspector haa reasonable cause to believe to 
be or to have been, an employee in tiro factory; 

(d) make copies of, or take extracts from, any book, register or 
other documents maintained in relation to the factory; 

(e) oxercise such other powers as the Scheme may provide. 
(d)'*Every Inspector shall be deemed to bo a public servant within the 

moaning of section 21 of the Indian Penal Code (Act XLV of 1860). 

14. Penalties. — (I) Whoever, for the purpose of avoiding any payment 
to be male by himself under this Ordinance or under any Scheme or of 
enabling any other person to avoid such payment, knowingly makes or 
causes to be made any false statement or false representation shall be 
punishable with imprisonment for a term which may extend to six months, 
or with fine which may extend to one thousand rupees, or with both. 

(2) A Scheme framed under this Ordinance may provide that any 
person who contravenes, or makes default in complying with, any of the 
provisions thereof shall be punishable with imprisonment for a term 
which may extend to six months, or witli tine which may extend to one 
thousand rupees, or with both- 

(d) No court shall take cognisance of any offence punishable under 
this Ordinance or under any Scheme except on a report hi writing of the 
facts constituting such offence made by an Inspector appointed undor 
section 18, with tha previous sanction of such authority as may be specified 
in this behalf by the Central Government, 

16. Special provisions relating to existing provident funds. — (1) Every 
employee who is a subscriber to any provident fund established by the 
employer, and in existence at the commencement of this Ordinance shall, 
pending the framing of a Scheme in respect of the factory in which he is 
employed, continue to be ontitled to the benefits accruing to him ufider 
the provident fund, and the ■ provident fund shall continue to be main- 
tained in the same manner and subject to the aanio conditions as it would 
have been if this Ordinance had not been passed. 

(2) On the framing of any such Scheme as is referred to in sub -section 
(/), the accumulations standing to the credit of the employees in the 
provident fund shall, notwithstanding anything to the oontrary contained 
in any law for the time being in force or in any deed or other instrument 
establishing the provident fund but subject to the provisions, if any, con- 
tained in the Scheme, be transferred to the Fund established under the 
Scheme, and shall be credited to the accounts of the employees ontitled 
thereto in the Fund. 

16. Ordinance not to apply to infant factories for certain period.^ 

Notwithstanding any other provision contained in this Ordinanoo, this 
Ordinance shall not apply to any factory established whether before or 
after the commencement of this Ordinance unless three years have 
olapsed from its establishment. 

17. Power to exempt.— The appropriate Government may, by notifica- 
tion in the Official Gazette, and subject to such conditions as may be 
specified in the notification, exempt from the operation of this Ordinance 
or of any Scheme — 

[a) any factory under the control of the Government or of any 
locnl authority, if, in the opinion of the appropriate Government, the 
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employees in such factory are otherwise in enjoyment of provident 
fund or old age pension benefits which are on the whole not less 
favourable to the employees than the benefits provided under this 
Ordinance or under any Scheme m relation to employees in any factory 
of a similar character, 

(6) any othor factory having a provident fund, if the rules of the 
provident lund with respect to contributions are in oonfonnity with, 
or arc more favourable to the employees therein than, those specified 
in thih Ordinance, and li, in the opinion of the apptopnato Govern- 
ment, the employees aie oiheiwise in enjoyment of provident fund 
benefits generally which am on the whole no) less favourable to the 
employees than the benefits piovided under this Ordinance or under 
any Scheme in relation to employees m any factory of a Similar 
character. 

Exphmai ion . — The following conditions shall bo deemed to be 
always included m the conditions which may bo specified m a noti- 
fication under clause (ft), nainoly; — 

( i ) the amount of accumulations in the provident fund shall 
be invested in such manner as the Central Government may 
direct; 

(it) the amount of accumulations to the credit of an em- 
ployee in tli o pro v idi nt fund shall, where bo leaves bis employ- 
ment and obtains re-employment in another factory to which 
this Ordinance applies wdliio mcli time as may be specified in 
tli is behalt by 1 he Cenlia Government, be tiansterred to the 
ci edit of his account in the Eund established under the Sehamo 
applicable to the factory; 

(c) any class of persons employed in any factory, if the Central 
Government is of opinion that such class of persons is entitled to old 
ago pension benefits which are on the whole not less favourable to 
such persons than the benefits piovided under this Oulinance or 
under any Scheme in relation to persons employed in any factory ot 
a similar character: 

Provided (hat no notification under clause (e) shall bo issued 
unless the Central Government is satisfied that the majority of 
persons so employed desiro to continue to be entitled to such old age 
pension benefits. 

18. Protection lor acts done in good lalth, — No suit or other. legal pio- 
needing sha’l lie against an Inspector or any nthei person in respect of 
anything which is in good faith done or intended lo bo done under this 
Ordinance or under any Scheme. 

19. Delegation ol powers to the State Government.— The Cenfral 
Government may, by notification in the Official Gazette, direct that any 
power, authority or jurisdiction exercisable by it under or in relation to 
■mv such provisions of this Ordinance or ol any Scheme as may be 
specified iu tlm noli field inn shall, sublet to such <n,.rlitinnn and restrictions 
as may bo so specified, he exercisable also by anv State Government. 
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SCHEDULE 1 
[Sec sections 2(i) und 4J 

Any industry engaged in the manufacture or pio '.notion ot an^ oi the 
following, namely: — 

Cement. 

Cigarettes. 

Electrical, mechanical or general engineering produots. 

Iron and steel. 

Paper, 

Textiles (in tide wholh or in part of cotton or pito or silk, whether 
natural or artificial). 


SCHEDULE II 
[See section 0(2)] 

Matters for v. men provision may be made tn a Scheme, 

- 1 The employees or class of employees who shall join the Fund, and 
the conditions under which employees may be exempted from joining the 
Eund or fioin making any contribution. 

2. The time and manner in which contributions shall he made to the 
Pond by employers and by, or on behalf of, employees, the contributions 
which an employee may, if he so desires, make under sub-sootion ( 1 ) of 
section 6, and Ibo manner in ■which such contributions may be recovered. 

3. The payment by tho employer of such sums of money as may be 
necessary to meet the cost of administering the Fund and the rate at which 
and the manner in which the payment shall be made. 

4. Tho constitution of boards of trustees for the administration ot Funds', 
enoh of which shall consist of — 

(a) nominees of the Central Government; 

(i>) nominees of mull State Governments as the Central Govern- 
ment. may, having regard to the jurisdiction of the board, specify in 
this bohalf ; 

.(c) representatives of the employers and employees concerned, 
nominated by the Central Government after consultation -with the 
employers and employees concerned or with such of their respective 
organisations as are representative of their interests, provided that the 
number of representatives of the employees shall in no case be less 
than the number of representatives of the employers. 

6 The number of trustees on any board, the terms and conditions 
subject to which they may bo nominated, the time, place and procedure 
of meetings of the board, the appointment of officers and other employees 
of the board, and the opening of regional and other offices. 
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0. The manner in which accounts shall be kept, the investment of 
moneys belonging to the Fund in accordance with nny directions issued or 
conditions specified by the Central Government, the preparation of the 
budget, the audit of accounts and the submission of reports to the Central 
Government or to any specified State Government. 

7, The conditions under which withdrawals from the Fund may be 
permitted and any deduction or forfeiture may be made and the maximum 
amount of such deduction or forfeiture. 

8. The fixation by the Contral Government in consultation with the 
boards of trustees concerned of the rate of interest payable to members. 

f). The form in which an employee shall furnish particulars about 
himself and his family whenever required. 

10 The nomination of a person to receive the amount standing to the 
credit of a member after his death and the cancellation or variation of 
such nomination. 

11. The registers and records to be maintained with respect to 
employees and the returns to he furnished by employers. 

12. The form or design of any identity card, token or disc for the 
purpose of identifying any employee, and for the issue, custody and 
replacement thereof 

13. The fees to be levied for any of the purposes specified in this 
Schedule. 

14. The contraventions or defaults which shall be punishable under sub- 
section (3) of section 6. 

15. The further powers, if any, vehich may be exercised by Inspectors 

10. The manner in which accumulations in any existing provident fund 
shall be transferred to (bo Eund under section 15, and the mode of valua- 
tion of any assets which may be transferred by the employers in this 
behalf. 

17. Any other matter which may be Decassary or proper for the pur- 
pose of implementing the Scheme. 


RAJENDRA PRASAD, 

President 
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Secy, to the Govt, of India. 
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